
 
 
Patricia M. French 
Senior Attorney      300 Friberg Parkway 

Westborough, Massachusetts 01581 
       (508) 836-7394 
       (508) 836-7039 (facsimile) 
       pfrench@nisource.com
 
       July 20, 2005 
 
 
BY OVERNIGHT DELIVERY AND E-FILE 
 
Mary L. Cottrell, Secretary 
Department of Telecommunications and Energy 
One South Station 
Boston, MA  02110 
 
Re: Bay State Gas Company, D.T.E. 05-27
 
Dear Ms. Cottrell: 
 
 Enclosed for filing, on behalf of Bay State Gas Company (“Bay State”), please find Bay 
State’s responses to the following Record Requests: 
 
From the Attorney General: 
 
 RR-AG-25 RR-AG-37 RR-AG-47 RR-AG-48 RR-AG-54  
 
From the Department: 
 

RR-DTE-24 RR-DTE-38 RR-DTE-44 RR-DTE-46 RR-DTE-47 RR-DTE-59 
RR-DTE-60 RR-DTE-61 RR-DTE-62 RR-DTE-63 RR-DTE-64 RR-DTE-65 
RR-DTE-69 RR-DTE-70  

 
From the USWA: 
 
 RR-USWA-1 RR-USWA-2 RR-USWA-4 RR-USWA-5 RR-USWA-6 RR-USWA-7
 RR-USWA-8 RR-USWA-14 
 
From the UWUA: 
 
 RR-UWUA-2 
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Please do not hesitate to telephone me with any questions whatsoever. 

 
 Very truly yours, 
 

 
 

       Patricia M. French 
 
cc:   Per Ground Rules Memorandum issued June 13, 2005: 

 
Paul E. Osborne, Assistant Director – Rates and Rev. Requirements Div. (1 copy) 
A. John Sullivan, Rates and Rev. Requirements Div. (4 copies) 
Andreas Thanos, Assistant Director, Gas Division (1 copy) 
Alexander Cochis, Assistant Attorney General (4 copies) 
Service List (1 electronic copy) 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 
 

RR-AG-25:  Provide the dollar amount that was paid out by the company and included 
in the test-year cost of service for the judgments and settlements listed in 
AG-1-79, supplemental response. 

 
 
Response: The amounts shown in the third column represent one-fifth of the 

amounts paid by the Company. In this filing, the Company proposed a 5-
year average normalization adjustment for injuries and damages. 

 
 

 
 

Incident 
Number 

 
 

Amount Paid 
By Company 

Amount 
Included in 
Test Year 
Cost of 
Service 

 
 
 

Explanation 

1 $0 $0 Bay State Gas Company was not a party in 
this proceeding 

2 $0 $0 Bay State Gas Company was not a party in 
this proceeding 

3 $0 $0
 

Bay State Gas Company was not a party in 
this proceeding 

4 $0 $0 Bay State Gas Company was not a party in 
this proceeding 

5 $0 $0 Bay State Gas Company was not a party in 
this proceeding 

6 $0 $0 Settlement paid by co-defendant 
7 $17,500 $3,500 Amount paid in 2004, in test year 
8 $0 $0 Settlement paid by co-defendant 
9 $9,000 $1,800 Amount paid in 2004, in test year 

10 $50,000 $10,000 Amount paid in 2003, not in test year 
11 $1,000,000 $200,000 Amount paid in 2003, not in test year 
12 $0 $0 Settlement paid by co-defendant 
13 $0 $0 Bay State Gas Company was not a party in 

this proceeding 
14 $0 $0 Bay State Gas Company was not a party in 

this proceeding 
15 $13,255 $0 Workers compensation self-insurance was 



D.T.E. 05-27 
RR-AG-025 
Page 2 of 2 

 
 
 

Incident 
Number 

 
 

Amount Paid 
By Company 

Amount 
Included in 
Test Year 
Cost of 
Service 

 
 
 

Explanation 

eliminated in this case due to full insurance 
coverage. 

16 $0 $0 Still in process 
17 $4,000 $0 Amount paid in 2005, not in test year 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Stephen H. Bryant 

 

RR-AG-37:  Provide copies of the Department’s letter dated October 20, 1999 and the 
Company’s response letter dated April 14, 2000, that are referenced in 
the attachment to DTE-05-30. 

 
Response: Attachment RR-AG-37 (a) is a copy of the requested letter dated October 

20, 1999. 
 
 Attachment RR-AG-37 (b) is a copy of the requested letter dated April 24, 

2000.  The Company was unable to locate the attachments that are 
referenced in this letter. 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-AG-47:  Has the Company filed any lawsuits or joined in any lawsuits against 
insurance brokers regarding their brokerage services.  If any lawsuits 
have been filed, has the company received any benefits from the lawsuits  

 
Response: NiSource has not filed or joined in any lawsuits against any of its brokers. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John E. Skirtich, Consultant (Revenue Requriements) 

 

RR-AG-48: Identify if TriNet Corporate Realty Trust, Inc. was an affiliate of NiSource 
at any time from June 1, 1997 to the present. 

 
Response:   To the best of our knowledge, the only relationship with TriNet Corporate 

Realty Trust, Inc. and NiSource was by means of the sale lease back 
arrangement made prior to the merger of NIPSCO with BSG.  Our 
records depicting a chronological time line since 1853 of all companies 
and organizations that eventually make-up the NiSource profile as we 
know it today do not indicate that TriNet Corporate Realty Trust, Inc. was 
a subsidiary, predecessor or had any other affiliate relationship with 
NiSource.  We believe the "Whiting" name in Whiting Clean Energy and 
Whiting Electric Company (organized in 1896) are both more indicative of 
a geographic location, Whiting, Indiana, rather than Mr. Mark Whiting as 
shown on the sale lease-back contract for the Westborough facility. 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE ATTORNEY GENERAL 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Stephen H. Bryant, President 

 

RR-AG-54: Provide a copy of the letter sent by Bay State to the DTE Consumer 
Division, indicating the closing of Bay State’s walk-in centers. 

 
 
Response: A copy of the above referenced letter from Bay State to the DTE 

Consumer Division was provided in USWA 2-2, as Attachment 
USWA 2-2 (b). 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-24:  Is there a manual to describe the process related to DTE 9-21?  If so, 
provide. 

 
Response: Below is a list of the definitions of the acronyms used in Attachment DTE-

9-21.   
 
 SONP – Shut Off Non Payment 
 CSR – Customer Service Representative 
 NSF – No Sufficient Funds 
 

Please refer to the Company’s response to AG-22-13 for more details 
concerning the process. 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-38:  Reconcile calculated bad debt in Mr. Skirtich’s schedules to the bad debt 
number on p. 9 of 2004 Annual Return, line 40.  Provide similar 
information for 2003. 

 
Response: Attachment RR-DTE-38 details by account the activity in the Reserve for 

Uncollectible Accounts (260) as shown in the Annual Return, Line 40 from 
2004 and 2003. Notes are provided referencing amounts included in the 
Company’s cost of service filing. During the review, it was discovered, 
that the 2004 charge-offs included a reclass of $38,131 (see note a of the 
Attachment RR-DTE-38 for 2004).  The Company will make the 
appropriate correction to the filing.  

 



D.T.E. 05-27
Attachment RR-DTE-38

Reclass Bad Debt Below the
Account Total Bad Debt Tax Refund Reclass Gas Cost Line
No. Description 2003 Write-offs Accrual Adjustment Unbilled Acct 182-19 Acct 415-16 2004

$ $ $ $ $ $ $ $
260-01 Reserve-Gas Uncoll Acct 2,195,000 (9,038,394) (a) 9,549,524 (b) (38,131) (a) (223,000) 0 0 2,445,000

Adjust expense to be non-gas cost portion 0 0 (6,595,000) 0 0 6,595,000 0 0
Charge expense based on recoveries - CGA 0 0 5,290,135 0 0 (5,290,135) 0 0

260-02 Reserve-Merch Uncoll Acct 81,000 (17,905) 0 0 0 0 (44,095) 19,000
260-05 Reserve-Sundry Uncoll Acct 350,000 (117,092) (c) 61,092 (d) 0 0 0 0 294,000
260-09 Reserve-Water Heater Uncoll Acct 1,018,000 (451,029) (c) 326,029 (d) 0 0 0 0 893,000
260-11 Reserve-Guardian Care Uncoll Acct 162,000 (41,645) (c) 25,645 (d) 0 0 0 0 146,000
260-20 Reserve Unbilled 680,000 0 0 0 223,000 0 0 903,000
260-21 Reserve Special 0 0 12,300 0 0 0 0 12,300
260-22 Reserve Special F 1,925,000 0 232,869 38,131 0 604,000 0 2,800,000

Total 6,411,000 (9,666,065) 8,902,595 0 0 1,908,865 (44,095) 7,512,300

(a)  See Exh. BSG/JES-1, Workpaper JES-6, Page 21, Line 44.
(b)  See Data Request DTE-9-1.
(c)  See Exh. BSG/JES-1, Workpaper JES-6, Page 22, Line 42.
(d)  See Exh. BSG/JES-1, Schedule JES-6, Page 10, Line 10

Bad Debt Below the
Account Total Bad Debt Reclass Gas Cost Line
No. Description 2002 Write-offs Accrual Reclass Unbilled Acct 182-19 Acct 415-16 2003

$ $ $ $ $ $ $ $
260-01 Reserve-Gas Uncoll Acct 3,183,000 (8,727,904) (a) 8,420,000 0 (680,000) 0 0 2,195,096

Adjust Acct 5182-19 fron 56% to 65% (238,850) 238,850 0
Special large customer charge-offs handled outside normal channels (1,208,383) (a) 407,225 424 800,638 (96)
Adjust expense to be non-gas cost portion (5,582,000) 5,582,000 0
Charge expense based on recoveries - CGA 5,303,552 (5,303,552) 0

260-02 Reserve-Merch Uncoll Acct 2,946 (51,295) 0 0 0 0 129,349 81,000
260-03 Reserve-Propane Uncoll Acct 603 0 (603) 0 0 0 (0)
260-05 Reserve-Sundry Uncoll Acct 27,254 (378,674) (b) 701,844 (424) 0 0 0 350,000
260-09 Reserve-Water Heater Uncoll Acct 41,325 (329,972) (b) 1,306,044 603 0 0 0 1,018,000
260-11 Reserve-Guardian Care Uncoll Acct 17,462 (46,106) (b) 190,644 0 0 0 0 162,000
260-20 Reserve Unbilled 0 0 0 0 680,000 0 0 680,000
260-21 Reserve Special 136,000 0 (136,000) 0 0 0 0 0
260-22 Reserve Special F 0 0 674,000 0 0 1,251,000 0 1,925,000

Total 3,408,590 (10,742,334) 11,046,459 0 0 2,568,936 129,349 6,411,000

(a)  See Exh. BSG/JES-1, Workpaper JES-6, Page 21, Line 31.
(b)  See Exh. BSG/JES-1, Workpaper JES-6, Page 22, Line 28.

Bay State Gas Company
Reserve for Uncollectible Accounts (260)



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-44:  D.T.E. 16-34, p. 1 of 4, item #4, breakdown of Acct. 257-03.  Res. Amort. 
Org. 

 
Response: Based on the Commission Order issued October 30, 1992 in Case No. 

D.P.U. 92-111, the Department noted that it had previously approved 
inclusion in rate base of the organization costs related to the mergers of 
Lawrence Gas Company, Brockton-Taunton Gas Company and Bay 
State Gas Company, the predecessor companies that now comprise Bay 
State’s retail Massachusetts operations.  Please see Page 68 of the 
Order. 
 
Following this Order and the adjustments made in the 1992 case, the 
Company eliminated the same $3,743,730 (as shown in D.P.U. 92-111, 
Workpaper BSG-3-5 and provided in D.T.E-16-34) from rate base and 
made a corresponding adjustment of $2,936,755 to reserve for 
amortization related to the $3,743,730. 
 
The remaining $152,920 in Account 257-03 reflects reserve associated 
with organization costs of $195,536 included in Account 303 and included 
in rate base interpreted as being approved by the Commission in previous 
proceedings. 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Stephen H. Bryant 

 

RR-DTE-46:  Confirm the purpose of Form UCC-3 as referenced in the Company’s 
response to Information Request DTE-01-20 at Attachment DTE-01-20 
(a), page 13. 

 
Response: The UCC-3 as referenced at page 13 of Attachment DTE-01-20 (a) was 

intended to more accurately describe the meter reading equipment that 
would be covered under the lease.  The original UCC-1 described the 
equipment as 157,585 Itron residential monitoring devices.  The UCC-3 
more accurately describes the assets as 147,015 Itron residential 
monitoring devices and 10,570 commercial devices. 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Stephen H. Bryant 

 

RR-DTE-47:  Confirm the purpose of Pages 15 through 18 in the Company’s response 
to Information Request DTE-01-20, Attachment A. 

 
Response: The purpose of the above-referenced pages (various certificates of 

insurance) is to demonstrate to the bank/lessor that the Company has 
satisfied its contractual commitment to maintain certain types and levels 
of insurance during the lease term. 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Lawrence R. Kaufmann, Consultant (PBR) 

 

RR-DTE-59:  Provide an update to DTE-4-10 that includes an earthquake dummy 
variable. 

 
Response:   See Attachment RR-DTE-59 for a copy of the updated model.  The 

earthquake dummy is statistically significant in this specification.  In the 
July 8, 2005 supplemented response to DTE-4-10, Bay State’s actual 
costs are now 1.4% above their predicted value, and the difference is not 
statistically significant. 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 20, 2005 

 
Responsible: Lawrence R. Kaufmann, Consultant (PBR) 

 

RR-DTE-60:  Refer to the Company’s response to DTE-4-19 and RR-DTE-33.  Explain 
how the assumption that the mean of the random noise in each of the two 
separate multi-year periods (subsamples) is zero, is consistent with the 
classical regression model assumptions.  Provide a statistical proof of 
these assumptions.  Also, provide a book chapter which deals with this 
issue, to support the response. 

 
 
Response:   The basic form of PEG’s regression model is the following: 

 

itiit

ititit XC
εμη

ηβ
+=

+=
 where

 

 
In this model itε  is the random noise component of the error term while 

iμ  is the firm-specific component, which in our model is equal to 
.  It is standard in such models to assume 

that 

averagei cyInefficiencyInefficien −
0)( =itE ε  and 0)( =iE μ , where E is the expectations operator 

which generates the mean value of a term.  One text that deals with this 
issue, and supports PEG’s assumptions, is Greene, W.H., 2000, 
Econometric Analysis, Prentice-Hall: New Jersey; please see p. 568 of 
Chapter 14 provided in Attachment RR-DTE-60 (a).  The econometrics 
textbook from Arthur Goldberger (A Course in Econometrics (1991), 
Harvard University Press:  Cambridge, MA) also supports the assumption 
that the expected value of the random noise term in the classical 
regression model is zero; see especially p. 170 of Chapter 15 in 
Attachment RR-=DTE-60 (b). 
 

The assumption that 0)( =itE ε  indicates that the random noise 
component is expected to equal zero in any given time period t for a given  
firm i.  It follows that, over any multi-year period, the average value of the 
random noise component will be expected to be zero for a given firm i.  
Since this result applies to any multi-year period, it holds true for each of 
the two multi-year periods (subsamples) employed in PEG’s analysis.   
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